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MESSAGE  FROM  THE  GOVERNOR 


This  first  annual  report  of  the  Montana  Board  of  Housing  pro- 
vides me  an  opportunity  to  commend  their  performance  in  initi- 
ating one  of  a  series  of  housing  finance  programs.  The  Board 
achieved  an  excellent  beginning  in  a  very  short  time  and  one  that 
will  serve  our  housing  needs  and  best  interests  in  the  future. 

Beginning  in  December  of  1976  the  Board  established  a  mort- 
gage purchase  program  to  provide  homeownership  opportunities 
for  more  than  1,800  lower-income  Montanans.  Two  series  of 
revenue  bonds  totaling  $56,530,000  were  sold  in  March  and 
August  of  this  year  to  finance  the  purchase  of  mortgages  made 
by  local  lending  institutions  to  lower-income  persons  and  families. 

The  revenue  bonds  were  purchased  by  investors  at  interest  rates 
that  allowed  mortgages  to  be  made  at  7  1/8%  in  the  first  series 
and  6  7/8%  in  the  second  series.  Both  bond  series  received 
a  most  favorable  rating  by  the  national  rating  services  and  there- 
by established  the  Board's  program  as  one  of  the  soundest  state 
housing  finance  agencies  in  the  nation. 

Using  funds  from  the  first  series  of  mortgage  purchases,  we 
expect  approximately  625  mortgages  will  be  made  by  the  end  of 
December  1977. 

Fresh  from  this  first  success,  now  the  Board  is  preparing  a  rental 
housing  finance  program  to  extend  their  aid  to  more  lower- 
income  Montanans.  The  Board  expects  to  complete  preparations 
by  December  1977  and  implement  the  new  program  early  next 
year. 

The  Board's  program  will  benefit  Montana's  economy  and  help 
improve  our  housing  stock.  More  important  the  Board's  pro- 
grams will  benefit  many  low  and  moderate  income  Montanans. 
Particularly  important  to  me  is  the  way  the  Board  provides  their 
assistance.  Their  first  program  exemplifies  the  much  discussed 
partnership  between  government  and  private  industry  in  meeting 
our  citizen's  needs.  I  am  confident  that  future  programs  of  the 
Board  will  contain  similar  roles  for  the  private  sector  in  resolving 
our  housing  problems. 

I  commend  this  first  report  of  the  Board  to  your  review. 


Thomas  L.  Judge 
Governor 


LETTER  OF  TRANSMITTAL 


Governor  Thomas  L.  Judge,  the  Montana  Legislature  and 
the  citizens  of  Montana: 

The  following  pages  constitute  the  first  annual  report  of  the  Board  of 
Housing.  From  the  time  of  our  appointments,  the  Board  members 
have  worked  to  begin  the  authorized  programs  for  the  benefit  of 
lower-income  Montanans,  and  to  enhance  the  role  of  Montana's  hous- 
ing industry  and  national  reputation.  We  believe  we  have  succeeded 
by  establishing  in  our  first  program  the  benefits  to  our  needy  citizens 
and  a  partnership  between  government  and  private  enterprise.  We 
expect  to  take  action  in  the  future  that  will  make  these  benefits  avail- 
able to  more  Montanans  and  strengthen  our  state's  ability  to  resolve 
many  of  our  housing  problems. 

Contained  in  this  report  are  a  brief  history  of  the  Board's  develop- 
ment and  activities,  our  current  financial  condition,  and  a  preview  of 
our  future  endeavors.  The  Board  achieved  one  of  the  best  records  of 
any  state  housing  agency  in  implementing  its  first  program,  due 
largely  to  the  dedication  and  commitment  of  each  Board  member  and 
our  staff.  The  thorough  attention  to  detail  and  examination  of  our 
authority  have  resulted  in  one  of  the  most  successful  mortgage  pur- 
chase programs  in  the  Nation,  and  will  result  in  a  commitment  to 
successful  completion  of  similar  programs  in  the  future. 

We  wish  to  acknowledge  the  contributions  of  two  former  Board  mem- 
bers who  served  with  distinction  during  our  formative  period.     Mr. 
Warren  F.  Vaughan  who  served  as  Vice-Chairman,  and  Mr.  Paul  Polzin, 
provided  excellent  service  during  the  preparation  and  implementa- 
tion of  our  first  program. 

Our  new  Board  members,  Calvin  S.  Robinson  and  Robert  F.  James 
have  joined  us  in  the  current  effort  to  prepare  future  programs  for 
lower-income  Montanans. 

On  behalf  of  the  Board  and  the  staff,  we  are  pleased  to  forward  the 
first  annual  report  for  the  Montana  Board  of  Housing. 


L.  E.  Olson 

Administrator 


MEMBERS  OF 
THE  BOARD 


William  A.  Groff 

Victor,  Montana,  Board 
Member  and  Chairnnan; 
President  and  Chairman 
of  the  Board  of  Farmers 
State  Bank,  Victor,  Montana; 
former  State  Director 
of  Department  of 
Revenue;  former  State 
Senator,  State  of  Montana 

Calvin  S.  Robinson 

Kalispell,  Montana,  Board 
Member  and  Vice  Chairman; 
Partner,  Murphy,  Robin- 
son, Heckathorn  &  Phillips, 
attorneys,  Kalispell,  Montana 

Virginia  Jellison 

Missoula,  Montana,  Board 
Member  and  Secretary; 
Member  of  City  Council, 
Missoula,  Montana;  Hous- 
ing/Community Develop- 
ment Specialist  to  local 
Community  Action  Pro- 
gram, Missoula,  Montana 

Dan  K.  Mizner 

Helena,  Montana 
Board  Member; 
Executive  Director,  Montana 
League  of  Cities  and  Towns 

James  J.  Leary 

Butte,  Montana 
Board  Member; 
Regional  Director, 
A.F.L.-C.I.O..  Retired 

Paul  A.Johnson 

Great  Falls,  Montana 
Board  Member; 
Chairman  of  the  Board  and 
President  of  First  Federal 
Savings  &  Loan  Associa- 
tion, Great  Falls,  Montana; 
member.  Executive  Com- 
mittee U.S.  League  of 
Savings  Association 
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Great  Falls,  Montana 
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Partner,  James,  Gray  & 
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Virginia  Jellison 


Dan  K.  Mizner 


James  J.  Leary 


Paul  A.  Johnson 


Robert  F.  James 


STAFF  TO 
THE  BOARD 


Lyie  E.  Olson 

Administrator 


Kraig  K.  Kushar 

Program  &  Operations  Officer 


Linda  M.  Girdler 


Office  Manager/ 
Executive  Secretary 


David  L.  Jackson 

Board  Counsel 


LENDING  INSTITUTIONS 


O ANACONDA 

First  Security  Bank  of  Anaconda 

O  BELGRADE 

Montana  Banl<  of  Belgrade 

O  BILLINGS 

Del  Realty  Company 
First  Citizens  Bank 
First  Northwestern  Bank 
Guaranty  Company 
Metropolitan  Mortgage  Company 
Midland  National  Bank 
Security  Bank 
Security  Federal  S&L 
Western  Bank 

O  BOZEMAN 

First  National  Bank 
First  Security  Bank 

O  BUTTE 

First  Metals  Bank  &  Trust 
First  National  Bank 
Prudential  Federal  S&L 

O  DEER  LODGE 

Pioneer  Federal  S&L 

O  GLASGOW 

First  National  Bank 
First  Security  Bank 

Oglendive 

First  Security  Bank 
First  National  Bank 

O  GREAT  FALLS 

First  National  Bank 

First  Federal  S&L 

First  Westside  National  Bank 

Great  Falls  Federal  S&L 

Nortfiwestern  National  Bank 

Montana  Bank 

Village  Bank 

O  HARDIN 

Bighorn  Bank 


O  HAVRE 

First  National  Bank 
Havre  Federal  S&L 

O  HELENA 

American  Federal  S&L 
First  National  Bank  &  Trust 
Northwestern  Bank 
Bank  of  Montana 

O  KALISPELL 

First  Federal  Savings  and  Loan 

©  LEWISTOWN 

First  National  Bank 

O  LIVINGSTON 

First  National  Park  Bank 

O  MILES  CITY 

First  Citizens  Bank 

O  MISSOULA 

Charter  First  Mortgage  Company 
First  Security  Bank 
Southside  National  Bank 


Western  Montana  National  Bank 
Western  Federal  S&L 

©  POLSON 

First  Citizens  Bank 
Security  State  Bank 

©SIDNEY 

First  United  Bank  of  Sidney 

©  STEVENSVILLE 

First  State  Bank  of  Stevensville 

©SUPERIOR 

Montana  Bank  of  Mineral  County 

©TOWNSEND 

State  Bank  of  Townsend 

©  VICTOR 

Farmers  State  Bank  of  Victor 

©WHITE  SULPHUR 

First  National  Bank 

©  WIBAUX 

First  National  Bank  &  Trust 


ACTIVITIES 


CLARK  FORK  MANOR  PROJECT 


A 
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Clark  Fork  Manor  is  the  first  multi-family  project  financed 
by  the  Board  of  Housing.  It  will  be  located  in  the  central  busi- 
ness district  of  Missoula  on  approximately  1.25  acres  bordering 
West  Front  Street  and  the  Clark  Fork  River.  The  131  one  and 
two  bedroom  units  will  be  housed  in  a  newly-constructed  nine- 
story  building.  The  units  are  intended  for  rental  to  elderly  and 
handicapped  persons  eligible  for  Section  8  rental  assistance. 

Included  in  the  project  will  be  food  service  facilities,  provi- 
sions for  maid  service,  a  laundry  and  an  infirmary.  All  units  will 
be  equipped  with  a  small  kitchen. 

The  project  structure  will  be  insured  by  HUD/FHA  and 
each  unit  will  be  insured  by  housing  assistance  payments.  The 
developer's  application  for  HUD/FHA  approval  is  based  on  95 
per  cent  occupancy. 

Campbell  Construction  Company,  Sacramento,  Calif.,  is 
builder  of  the  project  and  is  a  specialist  in  construction  of 
housing  projects  for  the  elderly.  Construction  will  begin  March, 
1978,  with  occupancy  expected  in  16  months. 

The  project  will  be  owned  by  Clark  Fork  Manor,  Inc.,  a 
non-profit  organization.  It  will  be  headed  by  a  Board  of  Direc- 
tors composed  of  local  residents.  One  member  of  the  Montana 
Board  of  Housing  will  also  serve  as  a  director.  Management  of 
the  project  will  be  by  Health  Services,  Inc.,  St.  Paul,  Minn., 
also  a  non-profit  corporation. 


/ 


Above — Clark  Fork  Manor, 
Missoula,  Montana. 

Immediate  right — A  home  in 

l-ielena,  Montana  financed 

through  the  efforts  of  the 

Montana  Board  of  l-lousing. 

Far  right — A  subdivision  in 
Billings,  Montana  that  pro- 
vided newly  constructed 
homes  for  lower  income 
persons  and  families. 
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REPORT  ON  EXAMINATION  OF  FINANCIAL  STATEMENTS 


for  the  period  from  April  1,  1977 
(date  of  inception)  to  June  30,  1977 


To  the  Montana  Board  of  Housing: 

We  have  examined  the  balance  sheet  of  the  Single  Family  Mort- 
gage Program  Funds  of  the  Montana  Board  of  Housing  as  of  June 
30,  1977,  and  the  related  statements  of  revenues,  expenses  and 
fund  balance  and  changes  in  financial  position  for  the  period  from 
April  1,  1977  (date  of  inception)  to  June  30,  1977.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  aforementioned  financial  statements  present 
fairly  the  financial  position  of  the  Single  Family  Mortgage  Program 
Fund  of  the  Montana  Board  of  Housing  at  June  30,  1977  and  the 
results  of  its  operations  and  changes  in  its  financial  position  for  the 
period  from  April  1,  1977  to  June  30,  1977  in  conformity  with  gener- 
ally accepted  accounting  principles. 


COOPERS  &  LYBRAND 

CERTIFIED  PUBLIC  ACCOUNTANTS 

Minneapolis,  Minnesota 
August  17,  1977 


BALANCE  SHEET 


June  30,  1977  Single  Family 

Mortgage 
ASSETS  Program  Funds 

Unrestricted: 

Cash  and  temporary  investments  (Note  3) $19,246,972 

Permanent  mortgage  loans 2,390,586 

Interest  receivable 1 98,082 

Deferred  bond  issuance  costs,  net 104,329 

Total  assets $21 .939.969 

LIABILITIES  AND  FUND  BALANCE 

Liabilities: 

Bonds  payable  (Note  5) $21 ,470,000 

Interest  payable 31 1 ,61 0 

Deferred  fee  income 1 28.667 

Commitments  (Note  6) 

Total  liabilities $21 ,91 0,277 

Fund  balance 29,692 

Total  liabilities  and  fund  balance $21.939.969 

STATEMENT  OF  REVENUES,  EXPENSES  &  FUND  BALANCE 


for  the  period  from  April  1,  1977  (date  of  inception)  to  June  30,  1977 

Single  Family 
Mortgage 
REVENUES  Program  Funds 

Interest  income  on  permanent  mortgage  loans $  17,613 

Fee  income 64,333 

income  (interest  and  gains  and  losses,  net) 

on  temporary  investments 247^260 

Total  revenues $329.206 

EXPENSES 

Interest $297,760 

Mortgage  servicer  fees 1 65 

Amortization  of  bond  issuance  costs 1.589 

Total  expenses $299^14 

Revenues  over  expenses  and  fund  balance, 

end  of  period $  29.692 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


for  the  period  from  April  1,  1977  (date  of  inception)  to  June  30,  1977 

Single  Family 
Mortgage 
SOURCES  Program  Funds 

From  operations: 

Revenues  over  expenses $        29,692 

Amortization  of  bond  issuance  costs 1 ,589 

Changes  in  accounts: 

Interest  receivable (1 98,082) 

Interest  payable 31 1 ,61 0 

Deferred  fee  income 128,667 

Cash  and  temporary  investments 

provided  from  operations 273,476 

Principal  repayments,  mortgage  loans 1 ,937 

Proceeds  from  sale  of  bonds 21,470,000 

Total $21,745,413 

USES 

Purchase  of  mortgage  loans $  2,392,523 

Bond  issuance  costs 105,918 

Total 2,498,441 

Increase  in  cash  and  temporary  investments $19,246,972 

Cash  and  temporary  investments  consist  of: 

Unrestricted $1 7,096,972 

Restricted 2,150,000 

$19,246,972 


NOTES  TO  FINANCIAL  STATEMENTS 


1.  Authorizing  Legislation  and  Funds: 

AUTHORIZING  LEGISLATION: 

The  Montana  Board  of  Housing  is  a  quasl-|udicial  board  created  in  1975  by  the  Legislative  Assembly  of  the  State  ot  Montana  to  facilitate  the 
availability  of  housing  to  persons  of  low  and  moderate  income  The  Board  is  authorized  to  issue  negotiable  notes  and  bonds  to  fulfill  its  pur- 
poses up  to  an  aggregate  amount  of  $75,000,000  Neither  the  faith  and  credit  nor  taxing  power  of  the  State  of  Montana  may  be  pledged  to  the 
payment  of  amounts  so  issued 

SINGLE  FAMILY  MORTGAGE  PROGRAM  FUNDS: 

These  funds,  established  under  a  trust  indenture  adopted  March  10.  1977.  are  prescribed  for  accounting  for  the  proceeds  from  the  sale  of 
Single  Family  Mortgage  Bonds  and  the  debt  service  requirements  of  the  bond  indebtedness.  Activities  of  these  funds  are.  in  general,  limited  to 
the  purchase  of  mortgage  loans  secured  by  eligible  mortgages  on  single  family  residential  housing  made  to  finance  the  ownership  of  such 
single  family  residential  housing  The  mortgage  loans  must  be  insured  by  the  Federal  Housing  Administration  or  guaranteed  by  the  Veterans 
Administration 

2.  Summary  of  Significant  Accounting  Policies: 

BASIS  OF  ACCOUNTING: 

The  Board  follows  the  accrual  basis  of  accounting. 
INVESTMENTS: 

Permanent  mortgage  loans  are  recorded  as  amounts  are  disbursed.    Temporary  investments  are  carried  at  the  lower  of  amortized  cost  or 
market  (market  approximated  cost  at  June  30.  1977). 
PROVISION  FOR  POSSIBLE  LOAN  LOSSES: 

A  provision  for  possible  loan  losses  will  be  made  through  charges  against  operations  based  on  a  periodic  evaluation  of  the  loan  portfolio. 
Actual  losses  that  may  occur  will  be  charged  against  such  valuation  reserves.  No  provisions  were  considered  necessary  at  June  30.  1977. 
FEE  INCOME: 

Fees  collected  as  reimbursement  for  costs  incurred  in  developing  and  implementing  the  programs  of  the  Board  and  for  other  specific  ser- 
vices are  recorded  as  income  in  the  period  received.    Commitment  fees  collected  in  connection  with  Single  Family  mortgages  are  deferred 
and  recorded  as  income  over  the  respective  commitment  period 
BOND  ISSUANCE  COSTS: 

Costs  of  issuing  bonds  and  other  obligations  of  the  Board  are  deferred  and  amortized  over  the  life  of  the  issue  using  the  bonds  outstanding 
method, 

3.  Restricted  Assets: 

Certain  temporary  investments  of  the  Single  Family  Mortgage  Program  Funds  are  restricted  in  prescribed  amounts  by  the  bond  resolution, 

as  follows: 

Debt  service  reserve $1 ,795.000 

Mortgage  reserve 1 95.000 

Other 160,000 

$2,150.000 

4.  Administrative  and  Other  Operating  Costs: 

From  its  inception  to  June  30.  1977.  the  Board  has  been  attached,  for  administrative  purposes,  to  the  State  of  Montana's  Department  of 
Community  Affairs  Costs  of  the  Boards  operations  during  this  period  were  borne  by  that  Department  and  separate  records  of  these  costs 
were  not  maintained  No  requests  have  been  made  by  the  Department  of  Community  Affairs  for  reimbursement  ot  any  of  the  Boards  costs 
incurred  by  this  Department  and  no  such  requests  are  anticipated  by  the  Board, 

For  the  fiscal  year  ended  June  30.  1978.  the  Board  will  be  attached  to  the  Department  of  Administration,  will  have  a  separate  budget  and 
will  use  its  own  funds  for  administrative  and  other  operating  costs 

5.  Bonds  Payable: 

Single  Family  Mortgage  Bonds.  1977  Series  A.  4  5%  to  8%  interest,  maturing  in  scheduled  annual  installments  from 
October  1.  1978  to  October  1.  1992  and  on  October  1.  2008.  subject  to  mandatory  sinking  fund  requirements  of 
scheduled  amounts  commencing  in  1993  and  to  optional  redemption  after  various  dates  at  prices  ranging  from 
100  to  103 $21,470.000 

Interest  is  payable  semiannually  The  assets  of  the  Single  Family  Mortgage  Program  Funds  are  pledged  as  collateral  for  the  payment  of 
principal  and  interest  on  the  bonds  A  mortgage  reserve  fund  for  debt  service,  bpnd  redemption  premiums  and  potential  loan  losses  must  be 
maintained  at  a  level  of  one  percent  of  the  proceeds  of  the  bonds  deposited  in  the  mortgage  purchase  accounts  In  addition,  a  debt  service 
reserve  fund  must  also  be  maintained  at  an  amount  established  by  the  supplemental  Trust  Indenture,  See  Note  3  for  a  summary  of  asset 
restrictions 

6.  Commitments: 

As  Of  June  30,  1977.  the  Board  was  committed  to  purchase  single  family  mortgages  aggregating  approximately  $16,907,500. 

7.  Subsequent  Event: 

In  July  1977  the  Board  issued  $35,060,000  of  Single  Family  Mortgage  Bonds  1977  Series  B  The  proceeds  from  the  Issue  will  be  used  to 
purchase  additional  single  family  mortgages  The  bonds  bear  interest  at  rates  ranging  from  4  15%  to  8%.  payable  semiannually,  and 
mature  in  scheduled  annual  installments  from  October  1.  1978  to  October  1.  1992  and  on  October  1.  2008  They  are  subject  to  mandatory 
sinking  fund  requirements  of  scheduled  amounts  commencing  in  1993  and  to  optional  redemption  after  various  dates  at  prices  ranging  from 
100  to  103 
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